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Profound modifications were introduced into the British
credit system. The legislation of 1826 and 1833 had been
immediately followed by a rapid and striking development of
joint-stock banking. But for some years progress was impeded
by opposition (sometimes vexatious) from the Bank of England
and the private banks, and the law refused to recognize the
existence of trading corporations at all except in the special
case of companies receiving a charter from the Crown. Each
railway company had to be constituted a corporation by its
own special Act of Parliament. The joint-stock banks, having
neither charters nor private legislation, were in law simply big
partnerships, with no corporate existence for such purposes as
suing and being sued, and without the privilege of limited
liability.

An Act passed in 1844 permitted the incorporation of bank-
ing companies, and laid down appropriate conditions, and
further Acts of 1857 and 1862 merged the law governing bank-
ing companies in the general company law then in course of
being enacted. At first banks had been precluded from the
privilege of limited liability, but in the later Acts this was
allowed, subject only to the exception that the liability of
shareholders for note issues was to be unlimited.

The privilege of incorporation was taken advantage of by
two principal classes of banks. In the first place there were
those doing the same business as the old country banks and the
London private banks of deposit, that is to say, those doing the
interior banking business of the country. Secondly there was a
growing class of 'exchange' banks, British-owned banks doing
business abroad, some in the British Empire, others in foreign
countries, particularly in S outh America and the East. Some of
these exchange banks had been granted charters under the old
procedure before the general joint-stock company legislation.
Some were formed under the company laws of the British
possessions where their business was carried on. Others were
formed under the newly passed Company Acts at home.

The exchange banks encroached to some extent on the field
of the merchant bankers, in that they dealt in foreign exchange